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To: The Commission
(Meeting of April 7, 2005)

From: Delaney Hunter, Director
Office of Governmental Affairs (OGA) — Sacramento

Subject:  AB 1547 (Levine) Energy: renewable energy: solar generation
of electricity
As Introduced February 22, 2005

LEGISLATIVE SUBCOMMITTEE RECOMMENDATION: Support if Amended

SUMMARY: The bill requires the Commission to establish the Solar Energy Peak
Procurement Program to be funded by any unallocated funds previously authorized for
demand management and interruptible programs and requires CEC to create a solar
energy rebate program by no later than July 1, 2005 to support the installation of grid
connected solar energy systems.

DIGEST: Existing law (the Public Utilities Act) requires the Commission to require
Pacific Gas and Electric Company, San Diego Gas and Electric, and Southern
California Edison to identify a separate electrical rate component to fund programs that
enhance system reliability and provide in-state benefits. This rate component is a
nonbypassable element of local distribution and collected on the basis of usage. The
funds are collected to support cost-effective energy efficiency and conservation
activities, public interest research and development not adequately provided by
competitive and regulated markets, and renewable energy resources.

Existing commission resolutions refer to the nonbypassable rate component as a
"Public Goods Charge" (PGC). Existing law requires the Energy Commission to transfer
funds collected by electrical corporations for in-state operation and development of
existing and new and emerging renewable resources technologies into the Renewable
Resource Trust Fund, to fund specified programs. Existing law requires that 17.5% of
the money collected under the renewable energy PGC be used to fund the Emerging
Renewable Resources Account within the Renewable Resource Trust Fund for the
purpose of a multiyear, consumer-based program to foster the development of
emerging renewable technologies in distributed generation applications.
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Under the Reliable Electric Service Investments Act, the Energy Commission was
required to hold moneys collected for renewable energy and deposited in the
Renewable Resource Trust Fund until further action by the Legislature. The act requires
the Energy Commission to create an initial investment plan, in accordance with
specified objectives, to govern the allocation of funds in the Renewable Resource Trust
Fund collected between January 1, 2002, and January 1, 2007, in order to ensure a
fully competitive and self-sustaining California renewable energy supply.

Existing law requires the Energy Commission, on or before March 31, 2006, to prepare
an investment plan proposing the application of moneys collected between January 1,
2007, and January 1, 2012, and prohibits expenditures from the accounts within the
Renewable Resource Trust Fund without further legislative action.

This bill would enact the Solar Energy Peak Procurement Act. The bill would except
moneys expended through the Emerging Renewable Resources Account from the
requirement that the Energy Commission prepare an investment plan on or before
March 31, 2006, and would authorize the Commission to advance moneys to the
Emerging Renewable Resources Account and to expend those moneys without further
legislative action, subject to certain existing repayment provisions, thereby making an
appropriation. The bill would require the Energy Commission to ensure proportional
program support through the Emerging Renewable Resources Account, for affordable
housing units, within certain limits.

Existing law requires the Commission, in consultation with the CA 1SO and the Energy
Commission, to adopt initiatives, on or before March 7, 2001, to reduce demand for
electricity and reduce load during peak demand periods, including differential incentives
for renewable or super clean distributed generation resources. Existing law requires the
Commission, in consultation with the Energy Commission, to administer, until January
1, 2008, a self-generation incentive program for distributed generation resources in the
same form that exists on January 1, 2004.

Existing law requires the Energy Commission to expand and accelerate development of
alternative sources of energy, including solar resources. Existing law requires the
Energy Commission, until January 1, 2006, and to the extent that funds are
appropriated for that purpose in the annual Budget Act, to implement a grant program
to accomplish specified goals, including making solar energy systems cost competitive
with alternate forms of energy.

This bill would create the Solar Energy Peak Procurement Fund for expenditure, upon
appropriation, for a state program for subsidizing all customer classes for the installed
cost of grid-connected solar photovoltaic systems in the service territory of investor-
owned utilities. The bill would require the Energy Commission, not later than July 1,
2005, to award rebates to support the installation of grid-connected solar energy
systems, subject to a prescribed declining schedule terminating as of January 1, 2015.
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The bill would require the Energy Commission to ensure proportional program support
for affordable housing units, within certain limits.

The bill would require the Commission to open a proceeding to examine the relative
costs and benefits between solar rebate programs and commission-administered
interruptible demand reduction programs.

The bill would require the Commission to direct utilities to deposit a portion of electric
rate revenues in the Solar Energy Peak Procurement Fund from unallocated funds
previously authorized for demand management and interruptible programs and rates
that previously paid for those programs and that the CPUC determines are less cost
effective than the photovoltaic incentive system established by the bill. The bill would
require the CPUC to make certain reports to the Legislature.

This bill would require that the amounts collected to fund energy efficiency, renewable
energy, and research, development, and demonstration during 2005 and 2006, be set
at the levels established by the CPUC for 2004, and would require that any moneys
collected above those 2004 levels during 2005 and 2006, be transferred to the Solar
Energy Peak Procurement Fund.

Existing law requires each local publicly owned electric utility to establish a
nonbypassable usage based charge to fund investments in specified public purpose
programs, including energy efficiency and conservation, investment in renewable
energy resources, research, development and demonstration programs, and providing
services for low-income electricity customers. The charge is required to be not less than
the lowest expenditure of the 3 largest electrical corporations in California based on a
percentage of revenue.

This bill would require every local publicly owned electric utility, as defined, to establish
a solar program consistent with the Solar Energy Peak Procurement Program. Each
local publicly owned electric utility would be required to report, on an annual basis, to its
customers and to the Energy Commission, information relative to the utility's solar
program and would authorize the Energy Commission to establish guidelines for the
information to be included in the annual report.

This bill would require that beginning January 1, 2010, a seller of production homes, as
defined, offer a solar energy system, as defined, option to all customers negotiating to
purchase a new production home and to disclose certain information.

Existing law requires every electric service provider, upon request, to make available to
eligible customer generators contracts for net energy metering on a first-come-first-
served basis until the time that the total rated generating capacity used by eligible
customer generators exceeds 0.5% of the electric service provider's aggregate
customer peak demand.
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This bill would require that every electric service provider, upon request, make available
to eligible customer generators contracts for net energy metering on a first-come-first-
served basis until the time that the total rated generating capacity used by eligible
customer generators exceeds 1.5% of the electric service provider's aggregate
customer peak demand.

Existing law authorizes the Commission to fix the rates and charges for every public
utility, and requires that those rates and charges be just and reasonable.

This bill would require the CPUC, in collaboration with the Energy Commission, to
develop optional time-variant electricity pricing tariffs for all customers that are not
subject to mandatory time-variant pricing.

DIVISION ANALYSIS (Energy): The bil's mandates are consistent with policies being
developed through a public process in a current CPUC proceeding (R.04-03-017).

In December 2004 and March 2005, two CPUC rulings, respectively 1) solicited public
comment on how the CPUC could implement a large-scale solar incentive program, and
2) requested CPUC and CEC staff to incorporate these comments into a joint agency
staff report proposing such a program. The joint staff report, which will be completed in
spring 2005, is expected to address program funding needs and allocations, advanced
metering and tariffs, appropriate incentive levels, capacity vs. performance-based
incentives, and other related issues.

The CPUC is exploring methods to evaluate the costs and benefits of distributed
generation, including solar generating systems. The CPUC is scheduled to receive a
round of public comments beginning April 7, and will hold hearings the week of May 8
regarding cost-benefit issues.

The CPUC currently implements a solar incentive program, mandated by Assembly Bill
970 and Assembly Bill 1685. The funding mechanism, administrative structure,
incentive disbursal, warranty requirements, monitoring and evaluation metering and
hardware, program data web-posting and utility program reporting requirements are
already in place. It would be relatively straightforward to incorporate the requirements of
SB 1 into the existing CPUC solar program.

RECOMMENDED AMENDMENTS:

In discussions with the author’s office, staff understands there are likely to be
substantive amendments to this bill in the coming weeks. Issues such as
funding sources, specific solar technologies to be targeted for incentives, net
metering policies and overall cost effectiveness of solar programs measured
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against other programs aimed at reducing peak demand are but a few of the
issues that will be addressed in future amendments.

Staff recommends that we work with the author to craft a bill that meets the
Commissions goals and objectives relative to solar.

Below are brief amendments to remove current funds for interruptible
programs as a potential funding source.

Amend Section 8 of the bill as follows:

Strike (3), (4) and (6) of Section 2830

Amend Section 2831

The commission shall by January 1, 2006, open a proceeding to examine the relative
costs and benefits between of solar rebate programs and-commission-administered-
interruptible-and-demand-reduction-programs, as follows:(a) The proceeding shall
review the self-generation incentive program administered by the commission to
harmonize it with the solar energy programs administered by the State Energy
Resources Conservation and Development Commission and shall issue a report on its
recommendatlons to the Leglslature

{e) (b)The proceeding shall review the cost and benefits of net metering and report to
the Legislature on whether the net metering cap should be changed.

Amend Section 2834.

The commission shall direct utilities to regularly deposit a portion of the moneys derived
from electric rates into the Solar Peak Energy Procurement Fund. The commission
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shall determine the amount of electric rates to be deposited. Fhatamountshallcome-

LEGISLATIVE HISTORY:

This bill is substantially the same language as contained in Senate Bill 118
(Bowen), which died last year in the State Assembly.

= AB 970 directed the CPUC to implement a differential incentive program for
renewables and ultra-clean distributed generation, funded by utility distribution rates.

Last Session several bills were contemplated by the Legislature relative to solar. They
are as follows:

= SB 199 (Murray) would have established the Solar Homes Peak Energy
Procurement Program — a rebate program for installation of new solar energy
systems with the goal of installing solar system of a million homes by 2017 funded
by any increases in the PGC. Died in Assembly Utilities & Commerce Committee.

= SB 118 (Bowen) would have established a solar photovoltaic program funded by
rates currently supporting demand response and interruptible programs. Died on
Assembly Floor (see note above).

= AB 135 (Reyes) Extended by one year, until December 31, 2008, the Energy
Commission's (CEC) authority to spend moneys collected in the Renewable
Resources Trust Fund (RRTF) for emerging renewable technologies from other
accounts within RRTF, but limits this authority to no more than $60 million. Signed
by Governor Schwarzenegger.

STATUS:

Set for hearing in Assembly Utilities & Commerce Committee on April 18, 2005.

SUPPORT/OPPOSITION
Support: unknown



Opposition: unknown

STAFF CONTACTS:

Delaney Hunter
OGA

Valerie Beck
Energy

Date: April 1, 2005
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dlh@cpuc.ca.gov
(916) 327-7788

vib@cpuc.ca.gov
(415)703-2125
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Bl LL LANGUAGCE

Bl LL NUMBER: AB 1547 I NTRODUCED
Bl LL TEXT

| NTRODUCED BY  Assenbly Menber Levine
FEBRUARY 22, 2005

An act to anmend Section 25744 of, to add Section 25402.10 to, and
to add Division 16.7 (comrencing with Section 26421) to, the Public
Resour ces Code, and to anend Sections 399.6, 399.8, 2827, 3345, and
3370 of, to add Sections 385.1 and 760 to, and to add Chapter 8
(comrencing with Section 2830) to Part 2 of Division 1 of, the Public
Uilities Code, relating to solar energy, and making an
appropriation therefor.

LEG SLATI VE COUNSEL' S DI GEST

AB 1547, as introduced, Levine. Energy: renewabl e energy: sol ar
generation of electricity.

(1) The existing Public Uilities Act requires the Public
Uilities Comrission (CPUC) to require Pacific Gas and El ectric
Conpany, San Diego Gas and El ectric, and Southern California Edi son
to identify a separate electrical rate conponent to fund prograns
t hat enhance systemreliability and provide in-state benefits. This
rate conponent is a nonbypassable elenment of |ocal distribution and
coll ected on the basis of usage. The funds are collected to support
cost-effective energy efficiency and conservation activities, public
i nterest research and devel opment not adequately provided by
conpetitive and regul ated markets, and renewabl e energy resources.
Exi sting commi ssion resolutions refer to the nonbypassable rate
conponent as a "Public Goods Charge" (PGC). Existing |law requires the
State Energy Resources Conservation and Devel opnment Conmi ssion
(Energy Conmission) to transfer funds collected by electrica
corporations for in-state operation and devel opnent of existing and
new and emrergi ng renewabl e resources technol ogi es into the Renewabl e
Resource Trust Fund, to fund specified programs. Existing |aw
requires that 17.5% of the noney collected under the renewabl e energy
PGC be used to fund the Enmergi ng Renewabl e Resources Account w thin
t he Renewabl e Resource Trust Fund for the purpose of a nultiyear
consumner - based programto foster the devel opment of emerging
renewabl e technol ogies in distributed generation applications.

Under the Reliable Electric Service Investnments Act, the Energy
Commi ssion was required to hold noneys col l ected for renewabl e energy
and deposited in the Renewabl e Resource Trust Fund until further
action by the Legislature. The act requires the Energy Commi ssion to
create an initial investnment plan, in accordance with specified
obj ectives, to govern the allocation of funds in the Renewabl e
Resource Trust Fund col | ected between January 1, 2002, and January 1,
2007, in order to ensure a fully conpetitive and sel f-sustaining
California renewabl e energy supply. Existing |law requires the Energy
Commi ssion, on or before March 31, 2006, to prepare an investment
pl an proposing the application of noneys coll ected between January 1,
2007, and January 1, 2012, and prohibits expenditures fromthe
accounts within the Renewabl e Resource Trust Fund without further



Itern 59

(4439)
Page 9
| egi sl ative action.
This bill would enact the Solar Energy Peak Procurenment Act. The
bill would except nbneys expended through the Energi ng Renewabl e

Resources Account fromthe requirenment that the Energy Conmi ssion
prepare an investrment plan on or before March 31, 2006, and woul d

aut horize the comm ssion to advance noneys to the Energi ng Renewabl e
Resources Account and to expend those noneys w thout further

| egi sl ative action, subject to certain existing repaynent provisions,
t hereby maki ng an appropriation. The bill would require the Energy
Conmi ssion to ensure proportional program support through the
Ener gi ng Renewabl e Resources Account, for affordabl e housing units,
within certain lints.

(2) Existing law requires the Public UWilities Comm ssion, in
consultation with the I ndependent System Operator and the Energy
Conmi ssion, to adopt initiatives, on or before March 7, 2001, to
reduce demand for electricity and reduce | oad during peak demand
periods, including differential incentives for renewable or super
clean distributed generation resources. Existing |aw requires the
conmi ssion, in consultation with the Energy Conmi ssion, to
adm ni ster, until January 1, 2008, a self-generation incentive
program for distributed generation resources in the sane formthat
exi sts on January 1, 2004.

Exi sting law requires the Energy Conm ssion to expand and
accel erate devel opnment of alternative sources of energy, including
sol ar resources. Existing law requires the Energy Commi ssion, unti
January 1, 2006, and to the extent that funds are appropriated for
t hat purpose in the annual Budget Act, to inplenent a grant program
to acconplish specified goals, including nmaking solar energy systens
cost conpetitive with alternate forns of energy.

This bill would create the Sol ar Energy Peak Procurenment Fund for
expendi ture, upon appropriation, for a state program for subsidizing
all custoner classes for the installed cost of grid-connected sol ar
photovoltaic systens in the service territory of investor-owned
utilities. The bill would require the Energy Conmi ssion, not |ater
than July 1, 2005, to award rebates to support the installation of
grid-connected sol ar energy systens, subject to a prescribed
declining schedule term nating as of January 1, 2015. The bill would
require the Energy Conmi ssion to ensure proportional program support
for affordabl e housing units, within certain limts.

The bill would require the CPUC to open a proceedi ng to exam ne
the relative costs and benefits between sol ar rebate prograns and
commi ssi on-admi ni stered interruptible demand reduction prograns.

The bill would require the CPUC to direct utilities to deposit a
portion of electric rate revenues in the Sol ar Energy Peak
Procurenent Fund from unall ocated funds previously authorized for
demand nanagenent and interruptible progranms and rates that
previously paid for those prograns and that the CPUC determnines are
| ess cost effective than the photovoltaic incentive system
established by the bill. The bill would require the CPUC to make
certain reports to the Legislature.

(3) Existing law requires that the PGC be adjusted annually at a
rate equal to the | esser of the annual growth in electric conmodity
sales or inflation, as defined.

This bill would require that the amunts collected to fund energy
ef ficiency, renewabl e energy, and research, devel opnent, and
denonstration during 2005 and 2006, be set at the |levels established
by the CPUC for 2004, and woul d require that any noneys coll ected
above those 2004 | evels during 2005 and 2006, be transferred to the
Sol ar Energy Peak Procurenent Fund.
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(4) Existing |l aw requires each local publicly owned el ectric
utility to establish a nonbypassabl e usage based charge to fund
i nvestnments in specified public purpose prograns, including energy
efficiency and conservation, investnent in renewabl e energy
resources, research, devel opnent and denonstration prograns, and
providing services for lowincone electricity custonmers. The charge
is required to be not less than the | owest expenditure of the 3
| argest electrical corporations in California based on a percentage
of revenue.

This bill would require every local publicly owned el ectric
utility, as defined, to establish a solar programconsistent with the
Sol ar Energy Peak Procurenent Program Each |ocal publicly owned
electric utility would be required to report, on an annual basis, to
its customers and to the Energy Conmmission, information relative to
the utility's solar program and woul d aut horize the Energy Conmi ssion
to establish guidelines for the information to be included in the
annual report. By inmposing additional requirements on |ocal publicly
owned electric utilities, the bill would inpose a state-nmndated
| ocal program

(5) Existing law requires a solar energy systemto neet applicable
standards and requirenments inposed by state and | ocal permtting
authorities.

This bill would require that beginning January 1, 2010, a seller
of production hones, as defined, offer a solar energy system as
defined, option to all custoners negotiating to purchase a new
producti on hone and to disclose certain information.

(6) Existing law requires every electric service provider, as
defined, to develop a standard contract or tariff providing for net
energy netering, and to make this contract available to eligible
custonmer generators, upon request. Existing |law requires every
el ectric service provider, upon request, to nmake available to
el igible custoner generators contracts for net energy netering on a
first-come-first-served basis until the tine that the total rated
generating capacity used by eligible customer generators exceeds 0.5%
of the electric service provider's aggregate custoner peak demand.

This bill would require that every electric service provider, upon
request, make available to eligible custoner generators contracts
for net energy metering on a first-come-first-served basis until the
time that the total rated generating capacity used by eligible
customer generators exceeds 1.5% of the electric service provider's
aggregat e custoner peak demand.

(7) Existing |law authorizes the CPUC to fix the rates and charges
for every public utility, and requires that those rates and charges
be just and reasonabl e.

This bill would require the CPUC, in collaboration with the Energy
Commi ssion, to develop optional tine-variant electricity pricing
tariffs for all customers that are not subject to mandatory
time-variant pricing.

(8) Under existing law, a violation of the Public Uilities Act or
an order or decision of the commission is a crine.

Certain provisions of this bill would be part of the act and an
order or other action of the conmm ssion would be required to
i mpl enent certain of the provisions. Because a violation of the bill'
s provisions or of an order or decision of the comm ssion

i mpl ementing those provisions would be a crine, this bill would
i npose a state-nandated | ocal program by creating new crines.
(9)

The California Constitution requires the state to reinburse |oca
agenci es and school districts for certain costs mandated by the
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state. Statutory provisions establish procedures for naking that
rei nbur sement .
This bill would provide that no reinbursement is required by this
act for a specified reason.
Vote: 2/3. Appropriation: yes. Fiscal committee: yes.
St at e- mandat ed | ocal program yes.

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWG:

SECTION 1. This act shall be known, and nay be cited as the Sol ar
Ener gy Peak Procurenent Act.

SEC. 2. Section 25402.10 is added to the Public Resources Code, to
read:

25402.10. (a) As used in this section, the follow ng terns have
the followi ng neanings: (1) "kW neans kilowatts or 1,000 watts, as
neasured fromthe alternating current side of the solar energy system
inverter consistent with Section 223 of Title 15 of the United
St at es Code.

(2) "Production hone" nmeans a single-fanily residence constructed
as part of a devel opnent of at |east 50 honmes per project that is
i ntended or offered for sale.

(3) "Sol ar energy systenf neans a photovoltaic solar collector or
ot her photovoltaic solar energy device that has a primary purpose of
providing for the collection, and distribution of solar energy for
the generation of electricity, and that produces at |least 1 kW
alternating current rated peak electricity.

(b) A seller of production homes shall, beginning January 1, 2010,
of fer a solar energy systemoption to all custoners that enter into
negoti ati ons to purchase a new producti on hone constructed on | and
for which an application for a tentative subdivision nmap has been
deened conplete on or after January 1, 2007, and shall disclose to
custoners the followi ng information:

(1) The total installed cost of the solar energy system option

(2) The estimted cost savings associated with the sol ar energy
systemoption, as determ ned by the conmi ssion

SEC. 3. Section 25744 of the Public Resources Code is anended to
read:

25744. (a) Seventeen and one-half percent of the noney collected
pursuant to the renewabl e energy public goods charge shall be used
for a nultiyear, consuner-based programto foster the devel opnent of
emer gi ng renewabl e technol ogi es in distributed generation
applications.(b) Any funds used for energing technol ogi es pursuant to
this section shall be expended —i i
reports— subject to all of the follow ng requirenments:

(1) Funding for emerging technol ogi es shall be provided through a
conpetitive, market-based process that shall be in place for a period
of not less than five years, and shall be structured so as to all ow
el i gible emergi ng technol ogy nmanufacturers and suppliers to
anticipate and plan for increased sale and installation vol unes over
the Iife of the program

(2) The program shall provide nonetary rebates, buydowns, or
equi val ent incentives, subject to subparagraph (C, to purchasers,
| essees, lessors, or sellers of eligible electricity generating
systens. Incentives shall benefit the end-use consuner of renewable
generation by directly and exclusively reducing the purchase or |ease
cost of the eligible system or the cost of electricity produced by
the eligible system Incentives shall be issued on the basis of the
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rated el ectrical generating capacity of the system nmeasured in watts,
or the anmount of electricity production of the system neasured in
kil owatthours. Incentives shall be limted to a nmaxi num percentage of
the systemprice, as determ ned by the conm ssion

(3) Eligible distributed energing technol ogi es are photovol taic,
solar thermal electric, fuel cell technologies that utilize renewable
fuels, and wind turbines of not nmore than 50 kilowatts rated
el ectrical generating capacity per customer site, and other
di stributed renewabl e enmergi ng technol ogi es that neet the energing
technology eligibility criteria established by the conm ssion
Eligible electricity generating systens are intended prinmarily to
of fset part or all of the consunmer's own electricity demand, and
shall not be owned by local publicly owned electric utilities, nor be
| ocated at a custoner site that is not receiving distribution
service froman electrical corporation that is subject to the
renewabl e energy public goods charge and contributing funds to
support prograns under this chapter. Al eligible electricity
generating system conponents shall be new and unused, shall not have
been previously placed in service in any other location or for any
ot her application, and shall have a warranty of not |ess than five
years to protect agai nst defects and undue degradation of electrica
generation output. Systenms and their fuel resources shall be |ocated
on the sane prenises of the end-use consuner where the consuner's own
electricity demand is located, and all eligible electricity
generating systens shall be connected to the utility grid in
California. The commission may require eligible electricity
generating systens to have neters in place to nonitor and nmeasure a
system s perfornmance and generation. Only systens that will be
operated in conpliance with applicable |aw and the rules of the
Public Utilities Conm ssion shall be eligible for funding.

(4) The conmission shall linmt the anpbunt of funds available for
any systemor project of nmultiple systens and reduce the |evel of
funding for any systemor project of nultiple systens that has
received, or nay be eligible to receive, any government or utility
funds, incentives, or credit.

(5) I'n awardi ng funding, the conm ssion nmay provide preference to
systens that provide tangi bl e denonstrable benefits to comunities
with a plurality of minority or | owincone popul ations.

(6) I'n awardi ng funding, the conm ssion shall devel op and
implement eligibility criteria and a systemthat provides preference
to systenms based upon system perfornance, taking into account
factors, including, but not linmted to, shading, insulation |evels,
and installation orientation.

(7) At |east once annually, the comm ssion shall publish and make
avail able to the public the bal ance of funds avail able for emerging
renewabl e energy resources for rebates, buydowns, and ot her
i ncentives for the purchase of these resources.

(c) Notwithstanding Section 399.6 of the Public Wilities Code,

t he conm ssion may expend, until Decenber 31, 2008, up to sixty
mllion dollars ($60,000,000) of the funding allocated to the
Renewabl e Resources Trust Fund for the program established in this
section, subject to the repaynent requirenents of subdivision (f) of
Section 25751.

(d) The conmission shall ensure proportional program support, not
to exceed 10 percent of overall program funds, for the installation
of solar energy systens on the new construction and rehabilitation of
af f ordabl e housing units, including single and multifamly
residential housing. In addition, the conm ssion shall ensure that
addi ti onal and proportional resources, not to exceed 5 percent of
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overal | program funds, are provided for the unique needs of
subsi di zed | owi ncone housi ng through targeted financing mechani sims
and support, including a revolving |oan fund, technical assistance,
and other needs as identified in consultation with the California Tax
Credit Allocation Committee.

(e) Nonresidential rebates awarded pursuant to subdivision (b) or
funded through the Sol ar Energy Peak Procurenent Program pursuant to
Chapter 8 (commencing with Section 2830) of Part 2 of Division 1 of
the Public Utilities Code, shall be paid directly to the contractor
who will performor subcontract the construction work pursuant to an
agreenment between the comm ssion and the contractor

SEC. 4. Division 16.7 (comrencing with Section 26421) is added to
t he Public Resources Code, to read:

DI VISION 16. 7. SOLAR ENERGY SYSTEM REBATES

26421. (a) "Affordable housing," as used in this division, means
a housi ng project undertaken pursuant to Section 50052.5, 50053, or
50199.4 of the Health and Safety Code.(b) "Sol ar energy system" as
used in this division, neans a photovoltaic solar collector or other
phot ovol t ai ¢ sol ar energy device that has a prinmary purpose of
providing for the collection, storage, and distribution of solar
energy for the generation of electricity. A solar energy system shal
have a m ni mum manufacturer's warranty, as determ ned by the
conmi ssion, and shall neet all applicable safety and perfornance
standards established by the National Electrical Code, the institute
of Electrical and El ectronics Engineers, and accredited testing
| aboratories, including Underwiters |aboratories and, where
applicable, rules of the Public Uilities Comm ssion regarding safety
and reliability.

26422. (a) Not later than July 1, 2005, the conm ssion shal
award rebates to support the installation of grid-connected solar
energy systens and shall adopt a schedul e of declining rebates for
this purpose, subject to all of the follow ng: (1) The maxi mum rebate
in year one shall be no greater than two dollars eighty cents ($2.80)
per watt, and shall decline each year thereafter as determ ned by
t he conmi ssi on.

(2) The rebate shall be zero as of January 1, 2015.

(b) The program shall be funded through the Sol ar Energy Peak
Procurenent Fund as provided in Section 2834 of the Public Utilities
Code.

(c) The president of the Public Uilities Conmi ssion and the
chairman of the State Energy Resources Conservation and Devel oprent
Conmi ssion shall, no later than March of 2006, appear before the
Senate Conmittee on Energy, Utilities and Communi cati ons and the
Assenmbly Conmittee on Uilities and Cormerce to i ssue a progress
report on neeting the deadline for the creation of the Sol ar Energy
Peak Procurement Program

(d) The conmi ssion shall specify that this programis on a
first-come first-serve basis for applicants.

26423. The commi ssion shall ensure proportional program support,
not to exceed 10 percent of overall program funds, for installation
of sol ar energy systems on the new construction and rehabilitation of
af f ordabl e housing units, including single and multifamly
residential housing. In addition to the rebate, the comi ssion shal
al so ensure that additional and proportional resources, not to exceed
5 percent of overall programfunds, are provided for the unique
needs of subsidized | owincone housing through targeted financing
mechani sms and support, including a revolving |oan fund, technica
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assi stance, and other needs as identified in consultation with the
California Tax Credit Allocation Conmttee.

SEC. 5. Section 385.1 is added to the Public Utilities Code, to
read:

385.1. (a) Every local publicly owed electric utility, as
defined in Section 9604, that has retail custoners, shall establish a
sol ar program consistent with the Solar Energy Peak Procurenent
Program est abl i shed pursuant to Chapter 8 (commencing with Section
2830) of Part 2 and Division 16.7 (comencing with Section 26421) of
t he Public Resources Code, to fund program expenditure |evels
consistent with those established for the three |argest electrica
corporations in California, at a rate proportional to the size of the
rat epayer base served by the local publicly owed electric utility.
Every local publicly owed electric utility shall establish the
programwi thin a reasonabl e period of tinme, but not to exceed six
nont hs, after the comm ssion adopts and i nplenments any sol ar hones
program pursuant to Chapter 8 (comencing with Section 2830).(b) Each
| ocal publicly owned electric utility shall report, on an annua
basis, to its custoners and to the State Energy Resources
Conservation and Devel opment Commi ssion, infornation relative to the
utility's solar program The State Energy Resources Conservation and
Devel opnent Conmi ssi on nay establish guidelines for the information
to be included in the annual report.

(c) The charge inposed pursuant to this section shall fund the
| ocal publicly owned electric utility's adm nistrative and reporting
costs pursuant to this section

SEC. 6. Section 399.6 of the Public UWilities Code is amended to
read:

399.6. (a) In order to optimze public investnent and ensure that
the nost cost-effective and efficient investments in renewable
resources are vigorously pursued, the Energy Conmi ssion shall create
an investnent plan as set forth in paragraphs (1) to (3), inclusive,
to govern the allocation of funds provided pursuant to this article.
The Energy Commission's |long-termgoal shall be a fully conpetitive
and sel f-sustaining California renewabl e energy supply. The
i nvest nent plan shall be in accordance with all of the foll ow ng: (1)
The investnent plan's objective shall be to increase, in the near
term the quantity of California's electricity generated by in-state
renewabl e energy resources, while protecting systemreliability,
fostering resource diversity, and obtaining the greatest
environnental benefits for California residents.

(2) An additional objective of the plan shall be to identify and
support energi ng renewabl e energy technol ogi es that have the greatest
near-term comercial promse and that merit targeted assistance.

(3) The investnent plan shall contain specific nunerical targets,
reflecting the projected i npact of the plan, for both of the
fol | owi ng:

(A) Increased quantity of California electrical generation
produced from energi ng technol ogi es and fromoverall renewabl e
resour ces.

(B) Increased supply of renewabl e generation avail able from
facilities other than those selling to investor-owned utilities under
contracts entered into prior to 1996 under the federal Public
Uilities Regulatory Policies Act of 1978 (P.L. 95-617).

(b) The Energy Commission shall, on an annual basis, evaluate
progress on neeting the targets set forth in subparagraphs (A) and
(B) of paragraph (3) of subdivision (a), or any substitute provisions
adopted by the Legislature upon review of the investnent plan, and
assess the inpact of the investnment plan on reducing the cost to
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Californians of renewabl e energy generation

(c) In preparing these investnment plans, the Energy Comi ssion
shal |l recommend all ocations anong all of the foll ow ng:

(1) (A) Except as provided in subparagraph (B), production
i ncentives for new renewabl e energy, including repowered or
ref ur bi shed renewabl e energy.

(B) Allocations may not be nade for renewable energy that is
generated by a project that renmains under a power purchase contract
with an el ectrical corporation originally entered into prior to
Sept enber 24, 1996, whet her anended or restated thereafter

(O Notwithstandi ng subparagraph (B), production incentives for
i ncrenental new, repowered, or refurbished renewabl e energy from
exi sting projects under —a—power— an
electricity purchase contract with an electrical corporation
originally entered into prior to Septenber 24, 1996, whether anended
or restated thereafter, may be allowed in any nonth, if all of the
foll owi ng occur:

(i) The project's —power— electricity
purchase contract provides that all —energy—
electricity delivered and sold under the contract is paid at a
price that does not exceed conm ssion-approved short-run avoi ded cost
of —energy— electricity .

(ii) Either of the follow ng:

(1) The —power— electricity purchase
contract is anended to provide that the kilowatthours used to
determ ne the capacity paynent in any tinme-of-delivery period in any
nonth under the contract shall be equal to the actual kil owatthour
production, but no greater than the five-year average of the
kil owatthours delivered for the corresponding tinme-of-delivery period
and nonth, in the years 1994 to 1998, i ncl usive.

(I'1) If a project's installed capacity as of Decenber 31, 1998, is
| ess than 75 percent of the nameplate capacity as stated in the
—power— electricity purchase contract,
the —power— electricity purchase contract
is amended to provide that the kilowatthours used to determine the
capacity paynent in any tinme-of-delivery period in any nonth under
the contract shall be equal to the actual kil owatthour production
but no greater than the product of the five-year average of the
kil owatthours delivered for the corresponding tine-of-delivery period
and nonth, in the years 1994 to 1998, inclusive, and the ratio of
installed capacity as of Decenber 31 of the previous year, but not to
exceed contract nameplate capacity, to the installed capacity as of
Decenber 31, 1998.

(iii) The production incentive is payable only with respect to the
kil owatthours delivered in a particular nonth that exceeds the
correspondi ng five-year average cal cul ated pursuant to clause (ii).

(2) Rebates, buydowns, or equival ent incentives for energing
renewabl e technol ogi es.

(3) Customer credits for renewabl es not under contract with a
utility.

(4) Custoner education.

(5) Incentives for reducing fuel costs that are confirnmed to the
sati sfaction of the Energy Commission at solid fuel biomass energy
facilities in order to provide denponstrabl e environmental and public
benefits, including, but not linted to, air quality.

(6) Solar thernmal generating resources that enhance the
environnental value or reliability of the electrical systemand that
require financial assistance to renain economcally viable, as
det erm ned by the Energy Commi ssion. The Energy Conmm ssi on nay
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require financial disclosure fromapplicants for purposes of this
par agr aph.

(7) Specified fuel cell technologies, if the Energy Comi ssion
makes all of the follow ng findings:

(A) The specified technol ogi es have simlar or better air
pol | utant characteristics than renewabl e technologies in the
i nvest nent pl an.

(B) The specified technol ogies require financial assistance to
become comercially viable by reference to whol esal e generation
prices.

(© The specified technol ogies could contribute significantly to
the infrastructure devel opment or other innovation required to neet
the I ong-term objective of a self-sustaining, conpetitive supply of
renewabl e energy.

(8) Existing wind-generating resources, if the Energy Comi ssion
finds that the existing wind-generating resources are a
cost-effective source of reliable and environmental benefits conpared
with other eligible sources, and that the existing w nd-generating
resources require financial assistance to renmain economcally viable,
as determined by the Energy Comm ssion. The Energy Comm ssion nay
require financial disclosure fromapplicants for the purposes of this
par agr aph.

(d) The conmission shall establish a cap on the aggregate anpunt
of funds that may be awarded to public entities fromthe programthat
provi des custoner credits for renewabl es. The intent of the cap is
to assure adequate funding of credits for residential and snall
commer ci al customers.

(e) —Netwithstanding—any—eother—previ-sion—ottlaw—roneys
collected for renewableenergy pursuant—to-thisarticle shall-be
LFansLe}Fed—Le—Lhe—Renewab}e—ReseHFee—ngsL—FHnd—eL—th—Enepgy

The Energy Commi ssion shall prepare and subnit to the

Legi sl ature, on or before March 31, 2001, an initial investrment plan
for these noneys, addressing the application of nbneys collected

bet ween January 1, 2002, and January 1, 2007. The initial investnent
pl an shall also include an evaluation of and report to the
Legi sl ature regarding the appropriateness and structure of a

mandat ory state purchase of renewable energy. On or before March 31
2006, the Energy Commission shall prepare an investnent plan
proposi ng the application of noneys collected between January 1,
2007, and January 1, 2012. —Ne— Except for

t hose noneys expended t hrough t he Energi ng Renewabl e Resources
Account, no noneys may be expended in the years covered by

these plans without further |egislative action

(f) Notwithstandi ng subdivision (e), the comm ssion nay advance
noneys to the Energi ng Renewabl e Resources Account and expend those
nmoneys wi thout further |egislative action, subject to subdivision (f)
of Section 25751 of the Public Resources Code.

SEC. 7. Section 399.8 of the Public Uilities Code is anmended to
read:

399.8. (a) In order to ensure that the citizens of this state
continue to receive safe, reliable, affordable, and environnentally
sustai nable electric service, it is the policy of this state and the
intent of the Legislature that prudent investnments in energy
efficiency, renewabl e energy, and research, devel opnent and
denonstration shall continue to be made. (b) (1) Every custoner of an
el ectrical corporation, shall pay a nonbypassable system benefits
charge authorized pursuant to this article. The system benefits
charge shall fund energy efficiency, renewabl e energy, and research
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devel opnent and denonstration

(2) Local publicly owned electric utilities shall continue to
coll ect and admi ni ster system benefits charges pursuant to Section
385.

(c¢) (1) The comm ssion shall require each electrical corporation
to identify a separate rate conponent to collect revenues to fund
energy efficiency, renewabl e energy, and research, devel opment and
denonstrati on prograns authorized pursuant to this section beginning
January 1, 2002, through January 1, 2012. The rate conponent shall be
a nonbypassabl e el ement of the | ocal distribution service and
coll ected on the basis of usage.

(2) This rate conmponent may not exceed, for any tariff schedul e,
the I evel of the rate conponent that was used to recover funds
aut hori zed pursuant to Section 381 on January 1, 2000. |If the anounts
specified in paragraph (1) of subdivision (d) are not recovered
fully in any year, the conmi ssion shall reset the rate conponent to
restore the unrecovered bal ance, provided that the rate conponent may
not exceed, for any tariff schedule, the level of the rate conponent
that was used to recover funds authorized pursuant to Section 381 on
January 1, 2000. Pending restoration, any annual shortfalls shall be
al l ocated pro rata anong the three funding categories in the
proportions established in paragraph (1) of subdivision (d).

(d) The conmi ssion shall order San Diego Gas and El ectric Conpany,
Sout hern California Edi son Conpany, and Pacific Gas and El ectric
Conpany to collect these funds conmenci ng on January 1, 2002, as
fol | ows:

(1) Two hundred twenty-eight mllion dollars ($228, 000, 000) per
year in total for energy efficiency and conservation activities, one
hundred thirty-five mllion dollars ($135,000,000) in total per year
for renewabl e energy, and sixty-two mllion five hundred thousand
dol l ars ($62,500,000) in total per year for research, devel opment and
denonstration. The funds for energy efficiency and conservation
activities shall continue to be allocated in proportions established
for the year 2000 as set forth in paragraph (1) of subdivision (c) of
Section 381.

(2) The ampounts shall be adjusted annually at a rate equal to the
| esser of the annual growh in electric commodity sales or inflation
as defined by the gross donmestic product deflator. The anounts
collected to fund energy efficiency, renewabl e energy, and research
devel opnent and demonstration, from January 1, 2005, to Decenber 31
2006, shall be those levels established by the comm ssion for 2004.
Any additional nmoneys collected as a result of the difference between
the rate conmponent anount specified in paragraph (2) of subdivision
(c) and the anpbunts required to be collected pursuant to this
subdi vi sion, from January 1, 2005, to Decenber 31, 2006,
shall be transferred at |east quarterly to the Solar Energy Peak
Procurenent Fund established pursuant to Section 2833.

(e) The conmi ssion and the Energy Conmi ssion shall retain and
continue their oversight responsibilities as set forth in Sections
381 and 383, and Chapter 7.1 (comencing with Section 25620) and
Chapter 8.6 (conmencing with Section 25740) of Division 15 of the
Publ i ¢ Resources Code.

(f) (1) On or before January 1, 2004, the Governor shall appoint
an i ndependent review panel including, but not linmted to, nenbers
with expertise on the energy service needs of |arge and snal
electricity consuners, systemreliability issues, and energy-rel ated
public policy. On or before January 1, 2005, the panel shall prepare
and subnit to the Legislature and the Energy Comm ssion a report
eval uating the energy efficiency, renewable energy, and research
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devel opnent and denonstrati on prograns funded under this section
Reasonabl e costs associated with the review in each of the three
program cat egories, including technical assistance, nay be charged to
t he rel evant program category under procedures to be devel oped by

the conm ssion for energy efficiency and by the Energy Conmi ssion for
renewabl e energy and research devel opnment and denonstration

(2) The report shall also assess all of the foll ow ng:

(A) Whet her ongoing prograns are consistent with the statutory
goal s.

(B) Whether potential synergies anmobng the program categories
descri bed in paragraph (1) that could provide enhanced public val ue
have been identified and incorporated in the prograns.

(O If established targets for increased renewabl e generation are
likely to be achieved.

(D) What changes should be nade to result in a nore efficient use
of public resources.

(3) The report shall also conpare the Energy Conmi ssion's programns
with efforts undertaken by other states and assess, as an
alternative, the relative costs and benefits of adopting a tradable
m ni mum r enewabl e energy requirenent in California. The eval uation

shal | include recomendati ons intended to optinize renewabl e resource
devel opnent at the |east cost.
(4) For energy efficiency prograns, the report shall include an

eval uation of all of the foll ow ng:

(A) The net benefits secured for residential custonmers, taking
into account both public and private costs, including inprovenents in
that custoner group's ability to avoid or reduce consunption of
relatively costly peak electricity.

(B) Whether the prograns provide a bal ance of benefits to al
sectors that contribute to the funding.

(C The extent to which conpetition in energy markets including,
but not Iimted to, load participation in ancillary services narkets,
and i nprovenents in technol ogy affect the continuing need for such
programns.

(D) The status and growm h of the private, conpetitive energy
services industry that provides energy efficiency services and ot her
energy products to customers.

(E) The conmercial availability of any new technol ogi es that
reduce electricity demands during high-priced peri ods.

(F) Customers' willingness and ability to reduce consunption or
adopt energy efficiency measures without program support.

(G The extent to which the prograns have delivered cost-effective
energy efficiency not adequately provided by markets and

as a result have reduced
ener gy demand and consunpti on.

(H The relative cost-effectiveness of program expenditures
conpared to other current or potential expenditures to enhance system
reliability.

(5) The report shall include specific reconmendati ons ai ned at
assisting the Legislature in determ ning whether to change or
elimnate the collection of the system benefits charge on or after
January 1, 2007.

(6) The panel nmmy update and revise the report as needed.

(g) Pronptly after receiving the panel's report, the comm ssion
shal | convene a proceeding to address inmplenentation of the panel's
energy efficiency recommendations.

(h) An applicant for the Large Nonresidential Standard Performance
Contract Program funded pursuant to paragraph (1) of subdivision (b)
and an el ectrical corporation shall pronptly attenpt to resolve
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di sputes that arise related to the program s guidelines and
parameters prior to entering into a program agreenent. The appli cant
shal |l provide the electrical corporation with witten notice of any
di spute. Wthin 10 busi ness days after receipt of the notice, the
parties shall neet to resolve the dispute. If the dispute is not
resol ved within 10 business days after the date of the neeting, the
el ectrical corporation shall notify the applicant of his or her right
to file a conmplaint with the comm ssion, which conpl aint shal
descri be the grounds for the conplaint, injury, and relief sought.
The conmi ssion shall issue its findings in response to a filed
conplaint within 30 business days of the date of receipt of the
conplaint. Prior to issuance of its findings, the conm ssion shal
provide a copy of the conplaint to the electrical corporation, which
shal |l provide a response to the conplaint to the conmission within
five business days of the date of receipt. During the dispute period,
the amobunt of estimated financial incentives shall be held in
reserve until the dispute is resolved

SEC. 8. Section 760 is added to the Public Uilities Code, to
read:

760. The conmission, in collaboration with the State Energy
Resources Conservati on and Devel opnent Commi ssion, shall devel op
optional time-variant electricity pricing tariffs for all custoners
that are not subject to nandatory tine-variant pricing as of January
1, 2004, including net netered custoners.

SEC. 9. Section 2827 of the Public UWilities Code is anmended to
read:

2827. (a) The Legislature finds and declares that a programto
provide net energy netering for eligible custoner-generators is one
way to encourage substantial private investnent in renewabl e energy
resources, stinmulate in-state econonmic growh, reduce demand for
electricity during peak consunption periods, help stabilize
California' s energy supply infrastructure, enhance the continued
diversification of California' s energy resource mx, and reduce
i nterconnection and administrative costs for electricity suppliers.
(b) As used in this section, the follow ng definitions apply:

(1) "Electric service provider" nmeans an electrical corporation
as defined in Section 218, a local publicly owned electric utility,
as defined in Section 9604, or an electrical cooperative, as defined
in Section 2776, or any other entity that offers electrical service.
This section shall not apply to a local publicly owned electric
utility, as defined in Section 9604 of the Public Utilities Code,
that serves nore than 750,000 custoners and that al so conveys water
to its custoners.

(2) "Eligible custoner-generator" means a residential, small
comerci al customer as defined in subdivision (h) of Section 331
commercial, industrial, or agricultural customer of an electric
service provider, who uses a solar or a wind turbine electrica
generating facility, or a hybrid systemof both, with a capacity of
not nmore than one negawatt that is |located on the customer's owned,
| eased, or rented prem ses, is interconnected and operates in
parallel with the electric grid, and is intended primarily to offset
part or all of the custoner's own electrical requirenents.

(3) "Net energy netering" neans neasuring the difference between
the electricity supplied through the electric grid and the
electricity generated by an eligible custoner-generator and fed back
to the electric grid over a 12-nmonth period as described in
subdi vision (h). Net energy netering shall be acconplished using a
single nmeter capable of registering the flow of electricity in two
directions. An additional nmeter or neters to nonitor the flow of
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electricity in each direction may be installed with the consent of

t he custoner-generator, at the expense of the electric service

provi der, and the additional metering shall be used only to provide
the infornmati on necessary to accurately bill or credit the

cust omer - generator pursuant to subdivision (h), or to collect solar
or wind electric generating system performance infornmation for
research purposes. |If the existing electrical neter of an eligible
custoner-generator is not capable of neasuring the flow of
electricity in two directions, the custoner-generator shall be
responsi ble for all expenses involved in purchasing and installing a
neter that is able to nmeasure electricity flowin two directions. |f
an additional neter or nmeters are installed, the net energy netering
calculation shall yield a result identical to that of a single neter.
An eligible custoner-generator who al ready owns an existing solar or
wi nd turbine electrical generating facility, or a hybrid system of
both, is eligible to receive net energy netering service in
accordance with this section.

(4) "Wnd energy co-netering" means any w nd energy project
greater than 50 kil owatts, but not exceedi ng one nmegawatt, where the
di fference between the electricity supplied through the electric grid
and the electricity generated by an eligible customer-generator and
fed back to the electric grid over a 12-nonth period is as descri bed
in subdivision (h). Wnd energy co-netering shall be acconplished
pursuant to Section 2827. 8.

(5) "Co-energy netering" nmeans a programthat is the sanme in al
ot her respects as a net energy netering program except that the
| ocal publicly owned electric utility, as defined in Section 9604,
has elected to apply a generation-to-generation energy and
time-of-use credit fornula as provided in subdivision (i).

(6) "Ratemaking authority" nmeans, for an electrical corporation as
defined in Section 218, or an electrical cooperative as defined in
Section 2776, the conmission, and for a local publicly owned electric
utility as defined in Section 9604, the |local elected body
responsi ble for regulating the rates of the local publicly owned
utility.

(c¢) (1) Every electric service provider shall devel op a standard
contract or tariff providing for net energy netering, and shall nake
this contract available to eligible custoner-generators, upon
request, on a first-come-first-served basis until the time that the
total rated generating capacity used by eligible custonmer-generators
exceeds —one-half—of1- 1.5 percent of
the electric service provider's aggregate custonmer peak denand.

(2) On an annual basis, beginning in 2003, every electric service
provi der shall nake avail able to the ratenmaking authority information
on the total rated generating capacity used by eligible
custoner-generators that are custoners of that provider in the
provider's service area. For those electric service providers who are
operating pursuant to Section 394, they shall nake available to the
rat emaki ng authority the information required by this paragraph for
each eligible custonmer-generator that is their customer for each
service area of an electric corporation, |ocal publicly owned
electric utility, or electrical cooperative, in which the custoner
has net energy netering. The ratenmaking authority shall develop a
process for making the information required by this paragraph
avai |l abl e to energy service providers, and for using that infornmation
to determ ne when, pursuant to paragraph (3), a service provider is
not obligated to provide net energy netering to additiona
custoner-generators in its service area.

(3) Notwithstandi ng paragraph (1), an electric service provider is



Item 59
(4439)
Page 21

not obligated to provide net energy netering to additiona
custoner-generators in its service area when the conbined total peak
demand of all custoner-generators served by all the electric service
providers in that service area furnishing net energy netering to
el i gi bl e custoner-generators exceeds —eone-half—of 1

1.5 percent of the aggregate customer peak demand of
t hose el ectric service providers.

(d) Electric service providers shall nmake all necessary forns and
contracts for net metering service avail able for downl oad fromthe
I nternet.

(e) (1) Every electric service provider shall ensure that requests
for establishment of net energy netering are processed in a tine
peri od not exceeding that for simlarly situated custoners requesting
new el ectric service, but not to exceed 30 working days fromthe
date the electric service provider receives a conpleted application
formfor net metering service, including a signed interconnection
agreenment froman eligible customer-generator and the electric
i nspection clearance fromthe governnental authority having
jurisdiction. If an electric service provider is unable to process
the request within the allowable tinefrane, the electric service
provider shall notify both the custoner-generator and the ratenaking
authority of the reason for its inability to process the request and
t he expected conpl eti on date.

(2) Electric service providers shall ensure that requests for an
i nterconnection agreenent froman eligible custoner-generator are
processed in a time period not to exceed 30 worki ng days fromthe
date the electric service provider receives a conpleted application
formfromthe eligible custonmer-generator for an interconnection
agreenment. If an electric service provider is unable to process the
request within the allowable tinefrane, the el ectric service provider
shall notify the custoner-generator and the ratenaking authority of
the reason for its inability to process the request and the expected
conpl etion date.

(f) (1) If a custoner participates in direct transactions pursuant
to paragraph (1) of subdivision (b) of Section 365 with an electric
supplier that does not provide distribution service for the direct
transactions, the service provider that provides distribution service
for an eligible customer-generator is not obligated to provide net
energy netering to the custoner.

(2) If a custoner participates in direct transactions pursuant to
par agraph (1) of subdivision (b) of Section 365 with an electric
supplier, and the custoner is an eligible custonmer-generator, the
service provider that provides distribution service for the direct
transactions may recover fromthe customer's electric service

provider the incremental costs of nmetering and billing service
related to net energy nmetering in an anmobunt set by the ratenaking
aut hority.

(g) Each net energy netering contract or tariff shall be
identical, with respect to rate structure, all retail rate
conponents, and any nonthly charges, to the contract or tariff to
whi ch the sanme custonmer woul d be assigned if the custoner did not use
an eligible solar or wind electrical generating facility, except
that eligible custoner-generators shall not be assessed standby
charges on the electrical generating capacity or the kil owatthour
production of an eligible solar or wind electrical generating
facility. The charges for all retail rate conponents for eligible
cust omer - generators shall be based exclusively on the
customer-generator's net kilowatthour consunption over a 12-nonth
period, w thout regard to the custoner-generator's choice of electric
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service provider. Any new or additional demand charge, standby
charge, custonmer charge, m nimum nonthly charge, interconnection
charge, or any other charge that would increase an eligible
custoner-generator's costs beyond those of other custoners who are
not customer-generators in the rate class to which the eligible

cust onmer - generator woul d otherwi se be assigned if the custoner did
not own, |ease, rent, or otherw se operate an eligible solar or wnd
el ectrical generating facility are contrary to the intent of this
section, and shall not forma part of net energy netering contracts
or tariffs.

(h) For eligible residential and snall comercia
custoner-generators, the net energy netering cal culation shall be
made by nmeasuring the difference between the electricity supplied to
the eligible custoner-generator and the electricity generated by the
el i gi bl e custoner-generator and fed back to the electric grid over a
12-month period. The following rules shall apply to the annualized
net metering calculation

(1) The eligible residential or small conmercia
custoner-generator shall, at the end of each 12-nobnth period
followi ng the date of final interconnection of the eligible
custoner-generator's systemw th an electric service provider, and at
each anniversary date thereafter, be billed for electricity used
during that period. The electric service provider shall determine if
the eligible residential or small commercial custoner-generator was a
net consumer or a net producer of electricity during that period.

(2) At the end of each 12-nobnth period, where the electricity
supplied during the period by the electric service provider exceeds
the electricity generated by the eligible residential or snall
conmer ci al custoner-generator during that sanme period, the eligible
residential or small conmercial custonmer-generator is a net
electricity consuner and the electric service provider shall be owed
conpensation for the eligible custoner-generator's net kil owatthour
consunpti on over that same period. The conpensati on owed for the
eligible residential or small comercial custoner-generator's
consunption shall be cal cul ated as foll ows:

(A) For all eligible custoner-generators taking service under
tariffs enploying "baseline" and "over baseline" rates, any net
nmont hly consunption of electricity shall be cal cul ated according to
the terms of the contract or tariff to which the same customer woul d
be assigned to or be eligible for if the customer was not an eligible
custoner-generator. If those sane custoner-generators are net
generators over a billing period, the net kil owatthours generated
shal | be valued at the sanme price per kilowatthour as the electric
service provider would charge for the baseline quantity of
electricity during that billing period, and if the number of
kil owatt hours generated exceeds the baseline quantity, the excess
shal |l be valued at the sanme price per kilowatthour as the electric
service provider would charge for electricity over the baseline
quantity during that billing period.

(B) For all eligible customer-generators taking service under
tariffs enploying "time of use" rates, any net nmonthly consunption of
electricity shall be calcul ated according to the terms of the
contract or tariff to which the sane custonmer woul d be assigned to or
be eligible for if the custoner was not an eligible
cust oner - generator. When those sane custoner-generators are net
generators during any discrete tine of use period, the net
ki | owatt hours produced shall be valued at the same price per
kil owatthour as the electric service provider would charge for retai
kil owatthour sales during that sanme tinme of use period. |If the
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eligible custoner-generator's time of use electrical neter is unable
to neasure the flow of electricity in two directions, paragraph (3)
of subdivision (b) shall apply.

(O For all residential and small conmercial custoner-generators
and for each billing period, the net bal ance of nobneys owed to the
el ectric service provider for net consunption of electricity or
credits owed to the custoner-generator for net generation of
electricity shall be carried forward as a nonetary val ue until the
end of each 12-nonth period. For all comrercial, industrial, and
agricultural customer-generators the net bal ance of nobneys owed shal
be paid in accordance with the electric service provider's norna
billing cycle, except that if the comercial, industrial, or
agricultural customer-generator is a net electricity producer over a
normal billing cycle, any excess kil owatthours generated during the
billing cycle shall be carried over to the following billing period
as a nonetary val ue, cal cul ated according to the procedures set forth
in this section, and appear as a credit on the custoner-generator's
account, until the end of the annual period when paragraph (3) shal
apply.

(3) At the end of each 12-nonth period, where the electricity
generated by the eligible custonmer-generator during the 12-nonth
peri od exceeds the electricity supplied by the electric service
provi der during that sane period, the eligible custoner-generator is
a net electricity producer and the electric service provider shal
retain any excess kilowatthours generated during the prior 12-nonth
peri od. The eligible custoner-generator shall not be owed any
conpensation for those excess kilowatthours unless the electric
service provider enters into a purchase agreenent with the eligible
custoner-generator for those excess kil owatthours.

(4) The electric service provider shall provide every eligible
residential or small conmercial customer-generator with net
electricity consunption information with each regular bill. That
i nformati on shall include the current nonetary bal ance owed t he
electric service provider for net electricity consuned since the | ast
12-month period ended. Notw thstanding this subdivision, an
el ectric service provider shall permt that customer to pay nonthly
for net energy consuned.

(5) If an eligible residential or small conmercia
customer-generator termnates the custoner relationship with the
el ectric service provider, the electric service provider shal
reconcile the eligible custoner-generator's consunption and
production of electricity during any part of a 12-nonth period
following the last reconciliation, according to the requirenments set
forth in this subdivision, except that those requirenments shall apply
only to the nonths since the nost recent 12-nonth bill

(6) If an electric service provider providing net netering to a
residential or small commercial customer-generator ceases providing
that electrical service to that custoner during any 12-nmonth period,
and the custoner-generator enters into a new net nmetering contract or
tariff with a new electric service provider, the 12-nmonth period,
with respect to that new electric service provider, shall conmence on
the date on which the new electric service provider first supplies
el ectric service to the custoner-generator

(i) Notwithstanding any other provisions of this section, the
foll owi ng provisions shall apply to an eligible custoner-generator
with a capacity of nore than 10 kil owatts, but not exceeding one
megawatt, that receives electrical service froma local publicly
owned electric utility, as defined in Section 9604, that has el ected
to utilize a co-energy netering programunless the electric service
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provi der chooses to provide service for eligible custoner-generators
with a capacity of nore than 10 kilowatts in accordance wth
subdi visions (g) and (h):

(1) The eligible custonmer-generator shall be required to utilize a
neter, or nultiple neters, capable of separately neasuring
electricity flowin both directions. Al neters shall provide
“time-of-use" neasurenents of electricity flow, and the custoner
shal |l take service on a tinme-of-use rate schedule. If the existing
neter of the eligible custoner-generator is not a tine-of-use neter
or is not capable of neasuring total flow of energy in both
directions, the eligible custoner-generator shall be responsible for
al |l expenses involved in purchasing and installing a nmeter that is
both tine-of-use and able to nmeasure total electricity flowin both
directions. This subdivision shall not restrict the ability of an
el igible custoner-generator to utilize any econom c incentives
provi ded by a governnent agency or the electric service provider to
reduce its costs for purchasing and installing a time-of-use neter.

(2) The consunption of electricity fromthe electric service
provider shall result in a cost to the eligible custoner-generator to
be priced in accordance with the standard rate charged to the
el i gi bl e custoner-generator in accordance with the rate structure to
whi ch the customer woul d be assigned if the customer did not use an
eligible solar or wind electrical generating facility. The generation
of electricity provided to the electric service provider shal
result in a credit to the eligible custoner-generator and shall be
priced in accordance with the generati on component, established under
the applicable structure to which the custoner would be assigned if
the custoner did not use an eligible solar or wind electrica
generating facility.

(3) Al costs and credits shall be shown on the eligible
custoner-generator's bill for each billing period. In any nmonths in
which the eligible custoner-generator has been a net consuner of
electricity calculated on the basis of value determ ned pursuant to
paragraph (2), the customer-generator shall owe to the electric
service provider the balance of electricity costs and credits during
that billing period. In any billing period in which the eligible
cust oner - generator has been a net producer of electricity calcul ated
on the basis of value determ ned pursuant to paragraph (2), the
el ectric service provider shall owe to the eligible
custoner-generator the balance of electricity costs and credits
during that billing period. Any net credit to the eligible
custoner-generator of electricity costs may be carried forward to
subsequent billing periods, provided that an electric service
provider may choose to carry the credit over as a kilowatt hour
credit consistent with the provisions of any applicable tariff,

i ncluding any differences attributable to the tine of generation of
the electricity. At the end of each 12-nonth period, the electric
service provider may reduce any net credit due to the eligible

cust oner -generator to zero.

(j) A solar or wind turbine electrical generating system or a
hybrid system of both, used by an eligible custoner-generator shal
neet all applicable safety and performance standards established by
the National Electrical Code, the Institute of Electrical and
El ectroni cs Engi neers, and accredited testing | aboratories such as
Underwriters Laboratories and, where applicable, rules of the Public
Utilities Conm ssion regarding safety and reliability. A
cust omer - gener at or whose solar or wind turbine electrical generating
system or a hybrid system of both, neets those standards and rul es
shall not be required to install additional controls, performor pay
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for additional tests, or purchase additional liability insurance.

(k) I'f the conmi ssion deternmines that there are cost or revenue
obligations for an electric corporation, as defined in Section 218,
that may not be recovered from custoner-generators acting pursuant to
this section, those obligations shall remain within the custoner
class fromwhich any shortfall occurred and may not be shifted to any
ot her customer class. Net-netering and co-netering custoners shal
not be exenpt fromthe public benefits charge. In its report to the
Legi sl ature, the conm ssion shall exam ne different nethods to ensure
that the public benefits charge remai ns a nonbypassabl e char ge.

(1) A net netering custonmer shall reinburse the Departnent of
Wat er Resources for all charges that woul d ot herw se be inposed on
the custoner by the conmission to recover bond-rel ated costs pursuant
to an agreenent between the conmission and the Departnent of Water
Resources pursuant to Section 80110 of the Water Code, as well as the
costs of the department equal to the share of the departnent's
estimated net unavoi dabl e power purchase contract costs attributable
to the customer. The conmi ssion shall incorporate the deternination
into an existing proceedi ng before the conm ssion, and shall ensure
that the charges are nonbypassable. Until the conmi ssion has nade a
determ nati on regardi ng the nonbypassabl e charges, net netering shal
continue under the sane rules, procedures, terns, and conditions as
were applicable on Decenber 31, 2002.

(m In inplenmenting the requirenents of subdivisions (k) and (1),
a custoner-generator shall not be required to replace its existing
neter except as set forth in paragraph (3) of subdivision (b), nor
shall the electric service provider require additional neasurenent of
usage beyond that which is necessary for custoners in the sane rate
class as the eligible customner-generator

(n) On or before January 1, 2005, the comm ssion shall subnit a
report to the Governor and the Legislature that assesses the econonic
and environmental costs and benefits of net netering to
custoner-generators, ratepayers, and utilities, including any
beneficial and adverse effects on public benefit prograns and specia
pur pose surcharges. The report shall be prepared by an independent
party under contract with the conm ssion

(o) It is the intent of the Legislature that the Treasurer
i ncorporate net energy netering and co-energy netering projects
undertaken pursuant to this section as sustainable building nethods
or distributive energy technol ogi es for purposes of eval uating
| ow-i ncome housi ng projects.

SEC. 10. Chapter 8 (conmencing with Section 2830) is added to Part
2 of Division 1 of the Public UWilities Code , to read:
CHAPTER 8. SOLAR ENERGY PEAK PROCUREMENT PROGRAM

2830. (a) The Legislature finds and declares all of the
followi ng: (1) Electricity generated by solar energy using
photovol tai c systens provides a reliable supply of electricity during
peak demand peri ods.

(2) Electricity generated by photovoltaic systens is a reliable
substitute for the purchase of expensive, conventionally-generated
el ectricity during peak demand peri ods.

(3) Electricity generated by photovoltaic systens is a substitute
for demand managenent activities which | ower peak demand.

(4) Electricity generated by photovoltaic systens is a substitute
for interruptible energy programs which | ower peak denmand.

(5) The conmission requires utilities to procure peak demand
period electricity supplies and allocates those costs to al
cust oners.
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(6) The conmi ssion has established demand managenent prograns and
interruptible energy prograns and al |l ocates the costs of those
prograns to all custoners.

(7) It is the intent of the Legislature that this programremnain
in effect for 10 years and that the subsidy |evel per kilowatt of
capacity be reduced to zero
at the end of those 10 years.

(b) It is the intent of the Legislature that this program be
funded at a level of up to one hundred mllion dollars ($100, 000, 000)
annual ly and that this programnot result in fee or rate increases.
The conmi ssion shall not increase for any reason the anount
designated for this program regardl ess of any increase in
applications or |lack of funding.

(c) It is the intent of the Legislature that the custoners of each
utility benefit in proportion to the ambunt paid for the program by
t hose custoners. Any program adopted by the conm ssion shall be a
cost-effective investnent by ratepayers in peak electricity
generation capacity that enables ratepayers to recoup the cost of
their investnment through lower rates as a result of avoiding
purchases of electricity at peak rates generated by traditiona
power pl ants and peaker generation units, with additional system
reliability and pollution reduction benefits.

(d) It is the intent of the Legislature that existing photovoltaic
prograns be harnonized with the program established by this
| egi sl ati on.

2831. The conmission shall by January 1, 2006, open a proceeding
to examine the relative costs and benefits between sol ar rebate
prograns and conmm ssion-adninistered interruptible and denand
reduction prograns, as follows:(a) The proceeding shall reviewthe
sel f-generation incentive program adni nistered by the conmission to
harnmoni ze it with the solar energy prograns adm nistered by the State
Ener gy Resources Conservation and Devel opnent Conmm ssi on and shal
issue a report on its reconmendations to the Legislature.

(b) The proceeding shall include the conducting of a cost versus
benefit analysis to exam ne the relative costs and benefits between
sol ar rebate prograns and conm ssi on-adm nistered interruptible and
demand reduction prograns that are in the best interests of
rat epayers.

(c) The proceeding shall review the cost and benefits of net
netering and report to the Legislature on whether the net netering
cap shoul d be changed.

2832. The conmi ssion shall consider how custoner-owned
photovol taic distributed generation pursuant to this program can be
integrated with future procurenment plans, resource adequacy
requi renents, and energy efficiency neasures.

2833. The Sol ar Energy Peak Procurement Fund is hereby created in
the State Treasury. Mneys in the fund may be expended, upon
appropriation by the Legislature, for the state's adninistration of
the program to be used to encourage the deployment of grid-connected
sol ar photovoltaic systens in the service territory of
i nvestor-owned utilities by subsidizing the installed cost of those
systens for all customer classes.

2834. The conmission shall direct utilities to regularly deposit
a portion of the nobneys derived fromelectric rates into the Sol ar
Peak Energy Procurenent Fund. The comm ssion shall determine the
amount of electric rates to be deposited. That anmount shall cone from
unused funds previously authorized for demand managenent and
interruptible prograns and rates which previously paid for demand
managenment and interruptible progranms which the conm ssion determ nes
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to be | ess cost effective than the photovoltaic incentive program
established by Division 16.7 (comencing with Section 26420) of the
Publ i ¢ Resources Code.

2835. On or before Decenmber 31, 2005, the commission shall report
to the Legislature on whether the conm ssion was able to obtain
funding fromexisting prograns sufficient to achieve the purposes of
the act enacting this chapter, and shall subnmit recommendations for
addi ti onal funding sources, if necessary.

SEC. 11.

No rei nbursenent is required by this act pursuant to Section 6 of
Article XIlIl B of the California Constitution because certain costs
that may be incurred by a |local agency or school district will be

i ncurred because this act creates a new crime or infraction
elimnates a crinme or infraction, or changes the penalty for a crine
or infraction, within the neaning of Section 17556 of the Governnent
Code, or changes the definition of a crime within the neani ng of
Section 6 of Article XIIl B of the California Constitution

Wth regard to any other nmandates, no reinbursenent is required by
this act pursuant to Section 6 of Article XIII B of the California
Constitution because a | ocal agency or school district has the
authority to |levy service charges, fees, or assessments sufficient to
pay for the programor |evel of service nmandated by this act, within
t he nmeani ng of Section 17556 of the Governnment Code.



